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UNITED CANADIAN SHARES LIMITED 
REPORT OF DIRECTORS 


TO THE SHAREHOLDERS: 


United Canadian Shares Limited is an investment holding company in- 
corporated in Manitoba and operating in compliance with The Manitoba Compa- 
nies Act. We present herewith the audited Balance Sheet and Statement of Earnings 
and Retained Earnings. The Company owns all outstanding shares of The Canadian 
Indemnity Company. This investment, and $1,946 cash, represent the total assets 
of the Company. On pages following we present in detail the Directors’ Report, 
the audited Balance Sheet and Financial Statements of The Canadian Indemnity 
Company. These statements are presented in a form to comply with the Canadian 
and British Insurance Companies Act. 


The activity of United Canadian Shares Limited through the year involved 
only the receipt of dividends from The Canadian Indemnity Company and the 
distribution of a like amount, $704,000, as dividends to the shareholders of United 
Canadian Shares Limited. The dividends were distributed at the rate of 11¢ per 
share per quarter, or in sum, 44¢ per share per annum. There were no expenses 
charged to the Company during the year. 


The net earnings from the normal operation of The Canadian Indemnity 
Company produced earnings of $1,135,674 to United Canadian Shares Limited, 
which is 71¢ per share compared to last year’s earnings of $1.28 per share. The 
earnings from non-recurring gain, $960,000, as a result of the sale of Winnipeg 
real estate resulted in further earnings of 60¢ per share. Thus the total earnings 
per share for the current year were $1.31. The Retained Earnings account was 
increased by $1,391,674. The sum of Capital, Paid-in Surplus and Retained Earnings 
is $14,627,495 compared to $13,235,821 in the previous year. 


At the meeting of the Board of Directors in January, 1974, Mr. Peter D. Curry 
retired as Vice-President and Director due to the pressure of other business commit- 
ments. Further, as a result of the passing of a by-law reducing the age at which 
a Director may stand for re-election, Mr. C. Gordon Smith of Winnipeg retired 
from the Board. These two men have served the Company well for many years. 
Their valued contribution in guiding the affairs of the Company is much appreci- 
ated. 


Two appointments have been made to the Board to fill the vacancies until 
the Annual Meeting. We are pleased to welcome Mr. Steele Curry, President of 
Revelstoke Companies Limited, Calgary, Alberta, and Mr. G. Montegu Black HI, 
President of Draper Dobie & Company Ltd., Toronto, Ontario. Mr. T. Bruce Ross 
has been elected Vice-President of the Board. 


On behalf of the Board, 


CONRAD S. RILEY, 
President. 


January 30, 1974. 


UNITED CANADIAN SHARES LIMITED 


BALANCE SHEET 


As at December 31, 1973 and 1972 


ASSETS 


OFS) UPR EMC t el amen eS Ree hy TS Ore 
Dividends tecenable ena). er ae 
Investment in subsidiary company (Note ) 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


Dividends cieciared payables (i. a 


Capital - 
Authorized — 
12,000,000 shares of no par value 
Issued and fully paid — 
1.600: OOG Shares ght eee ye aaa 
Paid-in'surplus. 3) ie ea ee eet 
Retaineweamings (2 2a wee eee ts 


ON BEHALF OF THE BOARD: 
CONRAD S. RILEY, Director 
HARLEY B. VANNAN, Director 


TS 


$ 1,946 
176,000 
14,625,549 


$14,803,495 


$_ 176,000 


o (532,562 
2,732,542 
10,362,391 


$14,627,495 
$14,803,495 


1972 


$ 1,946 
176,000 
IZZIS O12 


$13,411,821 


$ 176,000 


8) d, 532,502 
2,732,542 
8,970,717 


$13,235,821 
$13,411,821 


STATEMENT OF EARNINGS AND 


RETAINED EARNINGS 


For the years ended December 31, 1973 and 1972 


EARNINGS 


Net earnings of The Canadian 
Indemnity Company 
—before extraordinary item ....... 
—extraordinary gain on sale of 
FEQOStALG. io ON 2 ha cacy ee ee ted 


RETAINED EARNINGS — 


BEGINNING OP YEAR (75. e 


Decrease in the Investment Reserve of 
The Canadian Indemnity Company 


Divicends Declared iy7/4.73 i ya ee eee 


RETAINED EARNINGS—END OF YEAR 


INCOME PER SHARE BEFORE 
BATRAGQRDINARY DUERDMI brains tills 


MEL RISC ES Pi RS AB ace agen 


1973 


$ 1,135,674 
960,000 
$2,095,674 


8.97077 07 


$11,066,391 
704,000 


$10,362,391 


71¢ 


$1.31 


1972 


$2,045,604 


$2,045,604 


6,080,336 


1,500,000 


$9,625,940 
655,223 


$8,970,717 


$1.28 


$1.28 


NOTE TO THE FINANCIAL STATEMENTS 


Accounting Basis 

The investment in The Canadian Indemnity Company which is 100% owned 
is shown on the equity basis of accounting, the effect of which is to include in 
these financial statements the net earnings and retained earnings of the sub- 
sidiary company using statutory accounting practices in compliance with the 
Canadian and British Insurance Companies Act. The conversion of The 
Canadian Indemnity Company’s accounts from a statutory basis to generally 
accepted accounting principles as used by companies in compliance with the 
Canada Corporations Act does not significantly alter its net earnings for the 
year and its retained earnings at December 31, 1973. 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the balance sheet of United Canadian Shares Limited as at 
December 31, 1973 and the statement of earnings and retained earnings for the 
year then ended. Our examination included a general review of the accounting 
procedures and such tests of accounting records and other supporting evidence as 
we considered necessary in the circumstances. 


In our opinion these financial statements present fairly the financial positon of 
the company as at December 31, 1973 and the results of its operations for the 
year then ended, in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


COOPERS & LYBRAND 
Chartered Accountants 


Winnipeg, January 21, 1974. 


THE CANADIAN INDEMNITY COMPANY 
REPORT OF DIRECTORS 


TO THE SHAREHOLDERS: 


The fiscal year 1973 was interesting, challenging, and ultimately rewarding 
for your Company. 

The gross premiums written were $60,231,000 compared to $57,046,000 in the 
previous year, an increase of 5.6%. The net premiums, after reinsurance, were 
$43,735,000 compared to $39,300,000, an increase of 11.3%. The difference in the 
percentage increase between the gross and net figures is due in large measure 
to reducing the Quota Reinsurance arrangement from 10% in the previous year 
to 5% in 1973. In 1974 the Quota Reinsurance arrangement will be terminated, 
which should effect a further increase in the net premiums for the year 1974. 

The high rate of inflation in the year 1973 had a direct bearing on the settlement 
of losses during the year and the provision for claims outstanding at the year 
end. The net losses and expenses incurred during the year were $27,011,000 com- 
pared to $21,345,000 the previous year. The amount set up as a liability in the 
balance sheet for losses in the course of adjustment was $18,769,000 at the end 
of 1973 compared to $15,664,000 at the end of the previous year. The underwriting 
result for the year produced a net loss of $198,000 as compared to the all-time 
high earnings of the previous year of $1,536,000. 

An unusually rapid rate of inflation_does create problems for a general insur- 

ance company. The premium ratés increaseé just as settlkement amounts increase, 
* but unfortunately they lag one to inte the losses. 

During the year the Company became involved in the construction industry 
due to various surety bond commitments. At the year end the final amount of 
the potential loss could not be precisely determined. Accordingly, the Company 
increased the pre-tax reserve for losses incurred but not reported by $1,000,000, 
bringing that reserve to a total of $4,500,000. 

The increase in interest rates had a twofold effect on our operation. The income 
from our investment portfolio, which includes bonds and stocks, was $2,583,000 
compared to $2,050,000 in the previous year, an increase of 25%. At the same 
time the increase in interest rates led to a decrease in the market value of fixed 
income securities. The value of our portfolio, as authorized by the Department 
of Insurance, was $11,746 less than the net of book value less the $2,000,000 tax-paid 
Investment Reserve. The Reserve account was not altered because the small differ- 
ence is adequately covered by the Surplus Account. The actual market value of 
our portfolio as at December 31, 1973 was $672,000 less than the net of book 
value less the tax-paid reserve. 

During the year, as a result of land requirements by a building developer 
in Winnipeg, we sold the Head Office property but retained the use of the building 
on a five year lease agreement, with a five year renewal option. This land and 
building at 333 Main Street, Winnipeg, was carried on our books at fully depreciated 
value of $40,000. It was sold for a net amount of $1,000,000, thus producing a 
non-recurring gain of $960,000. This will not, we believe, be subject to capital 
gains tax as the Company had established the realized sale value prior to Valuation 
Day. 


% 


The combined result of the underwriting loss, the investment income increase, 
the non-recurring capital gain, less the increase in provision for unreported losses, 
the payment of taxes, and after paying $704,000 in dividends to United Canadian 
Shares Limited, was an increase in the Earned Surplus account of the Company 
of $1,392,000. 

At the meeting of the Board of Directors in January, 1974, Mr. Peter D. Curry 
retired as Vice-Chairman and Director due to the pressure of other business com- 
mitments. Further, as a result of the passing of a by-law reducing the age at which 
a Director may stand for re-election, Mr. C. Gordon Smith of Winnipeg retired 
from the Board. These two men served the Company well for many years. Their 
valued contribution in guiding the affairs of the Company is much appreciated. 

Two appointments have been made to the Board to fill the vacancies until 
the Annual Meeting. We are pleased to welcome Mr. Steele Curry, President of 
Revelstoke Companies Limited, Calgary, Alberta, and Mr. G. Montegu Black III, 
President of Draper Dobie & Company Ltd., Toronto, Ontario. Mr. T. Bruce Ross 
has been elected Vice-Chairman of the Board. 

The Directors appreciate the efforts throughout the past year of all employees 
at all levels. We and they look forward to the challenge of the future. 


On behalf of the Board, 


CONRAD S. RILEY, 
Chairman. 


January 30, 1974. 


COMPARATIVE FINANCIAL HIGHLIGHTS 


1973 1972 

Gross. Premium Income... 6.0.5 cna... $60,230,932 $57,046,414 
Underwriting Promt (LOss) 6. oa. 26 5 os aya (197,688) 1,536,466 
Net Investment Income’. . 4.0.52 5. «ens 2,582,874 2,050,458 
Government License Fees and Taxes 

and Corporation Income Tax ......... 1,798,151 2,509,325 
PIC CINCOM Eee ie Math a Area eae ts 2,095,674 2,050,834 
Book Value of Bonds, Debentures 

TARP SSO Ri ot ae te en te ota ih gi he 38,642,933 38,921,396 
Dneamed Premium KReserverss . 4. 5 2 17,945,297 16,878,268 


Capital and SUrpIUS 5%. ok Meee Ass «ante 14,603,882 13,212,206 


THE CANADIAN INDEMNITY COMPANY 
BALANCE SHEET 


As at December 31, 1973 and 1972 


1972 


ASSETS 1973 
Cash and bank deposits ........ % 3.579:523 
Agents’ balances and accounts 

reCceIvablie ee eee. ee 15,547,309 
ACCTUEG INLETEST 2 4a 2 re es 471,467 
Bonds and debentures — 

AUATIOTIZER Coste Gs a eee $26,346,341 $26,486,802 
Stocks abcost. 400 ne eee 12,296,392 38,642,933 12,434,594 
Guaranteed investments with trust 

COMVDANICS a tS tae ena 460,000 
Office buildings and land—at cost $ 1,354,592 $ 1,564,242 
Accumulated depreciation ...... 209,149 1,145,443 356,956 

$61,846,675 
LIABILITIES 
Unearned prennums 2 eee $17,945,297 $16,878,268 
Losses in course of adjustment... . 18,769,320 15,663,519 
Reinsuring companies and other 

accounts: payavic sy 2 ee ee 2,510,629 2,935,176 
Funds withheld under reinsurance 

trealics crs 246 ee ee 967,672 900,450 
Income and other taxes ........ CEES hh, 561,870 
Dividends declared payable ..... 176,000 $40,742,793 176,000 
Reserves: Unreported losses .... . $ 4,500,000 $ 3,500,000 

Investments (Note 1) ... 2,000,000 6,500,000 2,000,000 
SHAREHOLDERS’ EQUITY 
Capital 
Authorized — 

50,000 Preferred Shares of a par value of 
$100 each 

500,000 Common Shares of a par value of 
$10 each 

Issued and fully paid — 

150,000 Common Shares $ 1,500,000 $ 1,500,000 
Harned Sur Ie ened oer ants, 13,103,882 14,603,882 11,712,208 


$61,846,675 


ON BEHALF OF THE BOARD: 
CONRAD S. RILEY, Director 
HARLEY B. VANNAN, Director 


$ 4,617,438 


10,246,470 
399,901 


38,921,396 


435,000 


1,207,286 
$55,827,491 


SI/ dL OES 


5,500,000 


13,21 2;208 
$55,827,491 


THE CANADIAN INDEMNITY COMPANY 


STATEMENT OF INCOME AND EARNED SURPLUS 


For the years ended December 31, 1973 and 1972 


UNDERWRITING ACCOUNT: 


Cross pPromMiums Written ©. 64.4... 


Reinsurance premiums paid 


Net premiums written 


Increase in unearned premiums. . 


Net premiums earned 


Net losses and adjustment 
expenses incurred 
General operating expenses, 


including commission 


Taxes, other than income tax..... 


Net underwriting pr 


ofit(loss) .... 


INVESTMENT ACCOUNT: 


Net investment income earned 
Net profit from sale of investments . 


INCOME FROM OPERATIONS 


DEDUCTIONS: 


Increase in reserve for 
unreported losses . 
Income taxes incurred 


EXTRAORDINARY ITEM: 


Gain on sale of real estate 


NET INCOME FOR THE YEAR: «. 2 


EARNED SURPLUS— 


AT BEGINNING OF YEAR 


Decrease in investment reserve 


(Note 1) 


Dividends declared . . 


EARNED SURPLUS— 
AT END OF YEAR .. 


1973 1972 
7 $60,230,932 _ 857,040,414— 
~ 16,495,937 17,746,447 
$43,734,995 339,299,967 
1,067,029 1,898,435 
$42,667,966 $37,401,532 
$27,011,439 21,344,814 
14,383,545 {3,109,120 
1,470,670 42,865,654 ISL ASZ 35,865,066 
$ (197,688) $ 1,536,466 
$ 2,582,874 $ 2,050,458 
11,909 2,660,843 2,103 2,052,561 
$2,463,155 & 3,089,027 
$ 1,000,000 $ 500,000 
327,481 1,327,481 1,038,193 1,538,193 
€ $ 1,135,674 (L $ 2,050,834 
960,000 = 
$ 2,095,674 $ 2,050,834 
11,712,208 8,817,374 
$13,807,882 $10,868,208 
_ 1,500,000 
$13,807,882 $12,368,208 
704,000 656,000 


$13,103,882 


$11,712,208 


THE CANADIAN INDEMNITY COMPANY 


STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


For the years ended December 31, 1973 and 1972 


SOURCE: 1973 1972 
Net insurance operations ....... $( 1,648,855) $4,550,288 
Netainvestmentincome .« 2.32.4 2535151 1,989,107 
Sale OPMVestiients.. . cya cee 2,301,592 2,828,098 
Sale OF Pealestaibe, cca a eee 1,000,000 -- 
$ 4,265,688 $9,367,493 
APPLICATION: 
Purchase of investments........ $ 2,049,958 $6,115,228 
Income tAX%eS. 3) ee ee 549,645 1,227,/80 
Davitends oe 4 20k eee 704,000 640,000 
3,303,603 7,983,008 
INCREASES 7 234 bute Sie eee $ 962,085 $1,384,485 
FUNDS—AT BEGINNING OF YEAR 4,617,438 Se S29 5S 


FUNDS—AT END OF YEAR ..... 50) 9. a8 $4,617,438 


NOTES TO THE FINANCIAL STATEMENTS 


1. Investment Reserve 


The authorized value of investments, as established by the Department of 
Insurance, was $11,746 less than the net of book value less the $2,000,000 
Investment Reserve. In 1972 the authorized value of investments exceeded the 
net of book value less reserve by $250,281. The actual market value of invest- 
ments as at December 31, 1973 was $672,251 less than the net of book value 
less Investment Reserve. In 1972 the market value exceeded the book value 
less reserve by $1,070,592. 


2. Operations 


In 1973 the amount of $21,843 depreciation on office buildings was charged 
against income from operations. This is the same amount as was charged in 
7z, 

In 1973 the company paid fees of $17,800 to the Directors and an aggregate 
remuneration of $280,051 to senior officers, two of whom are Directors. The 
corresponding figures for 1972 were $17,500 and $368,216. 


3. Foreign Currency 


United States dollar amounts have been included in these statements at par 
with the Canadian dollar. 


INVESTMENT CLASSIFICATION 


(Based on Book Value) 


1973 1972 
PER CENT PER CENT 

Bonds and Debentures: 
GOVESNINCNIS =e ce se ees eee! 29.3 £9 ie 
COTBOMINONS 74 ira slow ee ales ats Bees 38.9 30.7 
PIeleire ce SOCK Se hee i ee es as 170 18.7 
Rorin THT BLOCKS: 606 hes ack Ge Sas he 14.8 eee 
Pola) TAVESIINCO TS oo se... rk on ee 100.0 100.0 


AUDITORS’ REPORT TO THE 
DIRECTORS AND SHAREHOLDERS 


We have examined the balance sheet of The Canadian Indemnity Company 
as at December 31, 1973 and the statements of income and earned surplus and 
source and application of funds for the year then ended. Our examination included 
a general review of the accounting procedures and such tests of accounting records 
and other supporting evidence as we considered necessary in the circumstances. 


In our opinion these financial statements present fairly the financial position 
of the company as at December 31, 1973 and the results of its operations and 
the source and application of its funds for the year then ended, in accordance 
with accounting practices appropriate to the insurance laws of Canada applied 
on a basis consistent with that of the preceding year. 


COOPERS & LYBRAND 
Chartered Accountants 


Winnipeg, January 21, 1974. 


UNITED CANADIAN SHARES LIMITED 


Board of Directors 


JAMES H. AAHDOWN 
CLARENCE E. ATCHISON 
G. MONTEGU BLACK III 
STEELE CURRY. 

JAMES M. DOWLER 
WILLIAM L. PALK 
CONRAD S. RILEY 

J, DERERORILEY 

T. BRUCE ROSS 


HARLEY B. VANNAN 


Officers 
President CONRAD S. RILEY 
Vice-President T. BRUCE ROSS 
Treasurer JOHN H. McCALLUM 
Secretary W. BURTON GRESHAM 


Assistant Secretary MURRAY J. HUTTON 


UNITED CANADIAN SHARES LIMITED 


333 MAIN STREET, WINNIPEG, MANITOBA, CANADA  R3C 1C3 


SHARE TRANSFER AGENTS: Montreal Trust Company 


Vancouver, Calgary, Winnipeg, Toronto, Montreal and Halifax 


THE CANADIAN INDEMNITY COMPANY 


CORPORATE HEAD OFFICE Winnipeg, R3C 1C3, 333 Main St. 


EXECUTIVE OFFICE Toronto, MSL 1CS5, P.O. Box 71, 
Commerce Court Postal Station 


BRANCH OFFICES Halifax, George and Granville Sts. 
CANADA Montreal, 625 Dorchester Blvd. W. 

Toronto, 85 Richmond St. W. 
Winnipeg, 333 Main St. 
Calgary, 335—8th Ave. S.W. 
Edmonton, 10117 Jasper Ave. 
Vancouver, 1477 W. Pender St. 
Victoria, 1175 Douglas St. 


SERVICE OFFICES Quebec, 880 Ste. Foy Rd. 
CANADA Hamilton, 32 James St. S. 

London, 383 Richmond St. 
North Bay, 222 McIntyre St. W. 
Ottawa, 130 Albert St. 
Thunder Bay, 47 Cumberland St. N. 
Regina, 1867 Hamilton St. 
Kelowna, 1475 Ellis St. 
Prince George, 550 Victoria St. 


UNITED STATES HEAD OFFICE Los Angeles, 675 S. Park View St. 
BRANCH OFFICES Los Angeles, 2500 Wilshire Blvd. 
UNITED STATES San Francisco, 340 Pine St. 


Seattle, 2200 Sixth Ave. 


SERVICE OFFICES OREGON: 
UNITED STATES Portland, 100 S.W. Market St. 
CALIFORNIA: 


San Diego, 3443 Camino Del Rio S. 
Long Beach, 4220 Long Beach Blvd. 
San Jose, 1975 Hamilton Ave. 

Burbank, 4405 Riverside Drive 

Orange, 363 South Main St. 

San Bernardino, 505 N. Arrowhead Ave. 
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Canadian Indemnity 


This is the advertising symbol of 
The Canadian Indemnity Company, 
our wholly owned subsidiary company. 


